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THE    COTTON    SIT  U  A  II  ON 
Summary 

Under  the  influences  of  a  more  favorable  European  political  situation, 
further  improvement  in  domestic  "business  conditions  and  a  heavy  movement  of 
American  cotton  into  Government-loan  stocks,  domestic  cotton  prices  advanced 
about  three-fourths  cent  per  pound  during  the  5  weeks  ending  October  21,  re- 
ports the  Bureau  of  Agricultural  Economics.     This  advance,  which  brought  the 
10-market  average  trice  of  Middling  f/S  inch  back  to  approximately  8"-§  cents, 
occurred  despite  a  considerable  upward  revision  in  the  indicated  world  supply 
of  American  cotton. 

With  further  improvement  in  domestic  business  activity  and  with 
cotton  prices  strengthening  somewhat,  domestic  manufacturers'  sales  of  cotton 
textiles  increased  considerably  during  the  past  few  weeks.     As  a  result,  mill 
activity  in  early  October  is  reported  to  have  increased  slightly  in  comparison 
with  the  rate  of  activity  in  August  and  September.     While  cotton  mill  con- 
sumption is  now  running  at  a  rate  lower  than  a  year  ago,  it  is  roughly  10 
percent  higher  than  the  average  rate  existing  during  the  1937-38  season. 
Farther  improvement  in  United  States  business  activity  and  payrolls  during 
the  next  few  months  would  likely  be  accompanied  by  an  additional  increase  in 
1  domestic  cotton  consumption. 

The  cotton  textile  situation  in  foreign  countries  continued  very  un- 
favorable during  September.     But  the  easing  of  political  tension  in  Europe 
in  early  October  is  considered  favorable  to  a  resumption  of  more  normal 
sales  of  cotton  textiles  by  European  manufacturers,  especially  sales  to 
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export  markets.     Total  cotton  consumption  outside  the  United  States,   so  far 
this  season,  has  "been  considerably  "below  consumption  during  the  corresponding 
period  last  season. 

Upward  revisions  in  both  the  carry-over  and  estimated  production  have 
increased  the  indicated  total  world  supply  of  American  cotton  about  600,00C  bales 
during  the  past  month.     It  is  believed,  however,  that  the  1938-39  production  of 
foreign  cotton  may  be  somewhat  smaller  than  was  expected  a  month  ago.  The 
present  estimate  of  the  supply  of  American  cotton  for  the  current  season  is 
approximately  1  million  bales  larger  than  last  season's  supply  and  approxi- 
mately ^  million  bales  less  than  the  record  supply  of  1932-33.     On  October  20, 
however,  approximately  8-1/3  million  bales  of  the  indicated  supply  for  the 
current  season  were  being  held  by  the  United  States  Government  as  collateral 
against  loans  compared  with  a  total  of  about  2.%  million  bales  of  such  stocks 
a  year  earlier.    During  the  h  weeks  ended  October  20  there  was  an  increase  of 
approximately  l.U  million  bales  in  the  reported  Government—loan  stocks. 

PRICES 

From  mid-September  to  October  21  there  was  a  net  advance  in  domestic 
cotton  prices  of  approximately  throe-fourths  cent  per  pound.     On  the  latter 
date,  Middling  f/S  inch  in  the  10  markets  averaged  about  8-2/3  cents.  This 
advance  was  apparently  attributable  in  part  to  improved  consumption  prospects 
resulting  from  the  more  favorable  political  developments  in  Europe  and  im- 
provements in  domestic  business  conditions,  and  to  some  extent  to  the  rather 
large  increase  in  Government-financed  stocks. 

Since  the  beginning  of  the  current  season,  the  average  price  of 
Middling  7/8  inch  cotton  in  the  10  markets  has  fluctuated  within  a  range  of 
approximately  three-fourths  cent  per  pound.  high  point  of  the  season 

through  October  21  of  g.67  cents  was  reached/that  date  and  the  low  point  of 
7.92  on  September  17.  During  the  first  2%  months  of  the  season,  domestic 
prices  averaged  about  nine-tenths  cent  lower  than  a  year  earlier  and  the 
lowest  for  the  period  since  1932-33.     Current  nrices,  however,  are  about 
one- third  cent  a  pound  higher  fchan  the  October  1937  average. 

In  Liverpool  the  ratios  of  the  prices  of  some  of  the  principal 
foreign  growths' to  the  price  of  "fair  staple"  (approximately  7/8  inch)  Ameri- 
can cotton  have  declined  considerably  during  the  past  month.     On  October  lU 
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Liverpool  prices  of  Indian  and  Brazilian  cotton  were  lower  relative  to  American 
than  for  a  number  of  months  and  considerably  -  lower  than  the  average.     While  the 
price  of  Egyptian  Upners  in  relation  to  American  was  considerably  lower  than 
a  month  earlier,  it  was  the  highest  with  few  exceptions  since  1932—33* 

Cotton,  spot  price  per  pound,  specified  growths  at  Liverpool, 

specified  periods 


Season, 
r.onth 
or  day 

American 

Indian  : 

Egyptian  : 

Brazilian 

j  Mid-  j 
dl ing ' 
7/8"  ; 

Low 
Mid- 
dling 

'  Av.  1 

types  1/  :. 

F.G.F. 

Uppers  : 

Pair, 

Sao  Paulo 

Actual 

:As  a. per-: 
:cent  of  : 
•Amer.  £/  : 

Actual 

:As  a  per-: 
:cent  of  : 
: Amer. Mid. : 

Actual: 

As  a  per- 
cent of 
Amer.  Mid. 

:  Cents 

Cents 

Cent  s 

Percent 

Cents 

Percent 

Cents 

Percent 

1936-37 

1U.62 

13.16 

11.07 

79.8 

17.n0 

119.0 

3.4.12 

96.6 

1937-38 

10.J1 

8.78 

8.02 

83-9 

13.10 

126.7 

10.18 

98.7 

1938-39  • 

Aug. 

'  9.76 

8.HU 

7.38 

81,0 

12,30 

126.0 

9.1+6 

96.9 

Sept , 

9.59 

8.29 

7,07. 

79.1 

12,27 

128.0 

9.27 

96.7 

Oct.  7 

9-98 

S.69 

7.11 

76.1 

12.7b 

127.9 

9-58 

96.0 

Oct.lU* 

10.3^ 

9.06 

7.18 

13.10. 

126.7 

9-85 

95.3 

Compiled  from  reports  of  the'  Liverpool  Cotton  Association  except  for  the  last 
1     2  weeks  which  are  from  cahles  or  reports  of  the  New  York  Cotton  Exchange. 

Prices  were  reported  in  pence  and  were  converted  at  current  rate  of 
!  exchange. 

1/      Includes  Fully  Good  Broach,  Pine  Oomra  #  1  and  Fully  Good  Sind. 
2/     Average  of  American  Middling  and  Low  Middling. 

EXPORTS 

Exports  of  American  cotton  in  September  totaled  389*000  running  hales, 
37  percent  less  than  in  September  1937         the  smallest  for  the.  month  since 
1922,  according  to  reports  of  the  Bureau  of  Foreign  and  Domestic  Commerce. 
Exports  for  August  and  September  comhined  totaled  590,000  hales.     This  quantity 
was  250,000  hales  or  30  percent  less  than  exports  in  these  months  last  season 
and  the  smallest  for  the  period  since  1920.     The  decline  in  comparison  with 
last  season  is  accounted  for  by  smaller  exports  to  Europe;  each  of  the  four 
larger  consuming  countries  (United  Kingdom,  France,   Italy,  and  Germany)  have 
taken  much  smaller  quantities  than  during  the  first  part  of  1937-38.  It 
should  he  noted,  however,  that  in  the  early  part  of  last  season  cotton  con- 
sumption in  Europe  was  still  being  maintained  at  a  comparatively  high  level, 
inasmuch  as  the  recession  in  business  conditions  and  in  cotton  consumption 
occurred  later  in  Europe  than  in  the  United  States. 
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There  was  very  little  raw  cotton  import  buying  by  European  countries 
from  the  United  States  during  September,  but  some  stimulation  of  purchases 
from  European  port  stocks  occurred  in  anticipation  of  shipping  hazards  in  the 
event  of  war.  The  jump  in  Y/ar  Risk  Insurance  rates  added  first  about  10  and 
then  nearly  20  American  points  to  the  cost  of  landing  cotton  from  the  United 
States  in  Great  Britain  and  at  western  continental  ports.  The  increase  was 
considerably  greater  on  competitive  cottons  moving  via  the  Mediterranean, 
Insurance  on  shipments  to  Germany  and  Italy  was  subject  to  special  re- 
strictions* At  one  time  the  insurance  cost  on  cargo  to  Germany  reached  lo? 
percent.    All  rates  were  drastically  reduced  following  the  Munich  agreement! 

Cotton:  Exports  from  United  States,  specified  periods 


Area 

Septemb  er 

August 

and  September 

' to  which 

1936  \ 

j,  1936 

exported  : 

1938  . 

1937  \ 

1938  j 

1937 

Running 

Running 

Running 

Running 

Running 

Running 

bales 

bal  es" 

bales 

bal  es 

bales 

bales 

270,857 

56.4,464 

384,282 

400,495 

759,047 

530,366 

101,185 

37,293 

166,017 

154,299 

54,842 

190,232 

Elsewhere  *,., 

16,616 

15,687 

19,325 

34,715 

23,970 

31,513 

All  countries  ; 

388,658 

617,444 

569,624 

589,509 

837,859 

752,111 

Compiled  from  reports  of  the  Bureau  of  Foreign  and'  Domestic  Commerce, 


DEMAND  * AND  CONSUMPTION 

UNITED  STATES :  Demand  conditions  moderately  improved 

With  further  improvement  in  general  economic  conditions  in  the  United 
States,  as  indicated  by  industrial  production  and  consumer  incomes,  sales  of 
cotton  textiles  by  domestic  manufacturers  appear  to  have  averaged  consider- 
ably higher  during  the  past  4  or  5  weeks  than  during  the  preceding  month. 
On  the  whole,  sales  of  unfinished  goods  were  apparently  about  equal  to  or 
somewhat  greater  than  production,  which  was  maintained  at  a  rate  considerably 
above  the  average  for  last  season.  Sales  of  unfinished  goods  were  par- 
ticularly heavy  during  the  first  week  of  October  when,  according  to  trade 
reports,  they  were  variously  estimated  at  50  to  100  percent  above  output. 

While  it  seems  probable  that  any  further  improvement  in  industrial 
production  during  the  next  few  months  will  be  at  a  slower  rate  than  in  the 
past  several  months,  any  improvement  would  be  favorable  to  the  maintenance 
or  an  increase  in  sales  of  cotton  textiles  by  manufacturers  and  distributors! 
Even  should  sales  of  cotton  textiles  be  sufficient  only  to  maintain  the 
current  rate  of  cotton  textile  output,  domestic  manufactures  would  consume 
roughly  10  percent  more  cotton  during  the  1938-39  season  than  was  consumed 
last  season.     It  is  expected,  however,  that  for  the  season  as  a  whole  cotton 
mill  activity  and  consumption  will  average  somewhat  higher  than  at  present* 
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In  September,  domestic  mills  consumed  approximately  534»COO  bales  of 
cotton,  according  to  the  Bureau  of  the  Census,  compared  with        iOOO  in 
August  and  601,000  in  September  last  year.    The  daily  rate  of  consumption  in 
September  was  roughly  the  same  as  in  August  and  about  one-tenth  higher  than 
the  average  for  the  past  season.  Unofficial  reports  for  the  first  2  weeks 
of  October  indicate  that  mill  activity  may  have  increased  slightly  over  the 
average  rate  of  the  2  preceding  months.  Total  domestic  mill  consumption  in 
the  first  2  months  of  the  current  season  was  about  1,095,000  bales  com- 
pared with  1,205»00C  for  these  months  last  season,  and  was  about  10  percent 
greater  than  the  average  consumption  for  August  and  September  during  the 
10  years  ended  1936. 

EUROPE:    Textile  situation  somewhat  more  favor ab la  1/ 

Conditions  in  the  European  cotton  textile  industry  during  September 
were  depressed  by  the  unsettled  political  conditions,  especially  in  western 
Europe  and  Italy  wher-  the  throat  of  imminent  war  seemed  to  aggravate  an 
already  unsatisfactory  business  situation.  There  is  not  much  in  the  outlook 
for  the  immediate  future  to  justify  a  very  optimistic  view  of  the  industry's 
business  prospects.  Yet  sine  the  agreement  of  the  four  powers  at  Munich  at 
the  end  of  the  month  has  at  least  dissipated  the  danger  of  an  imminent 
general  war,  the  mid-October  situation  is  considered  somewhat  more  favorable 
than  the  situation  existing  a  month  ago. 

Another  considerable  territorial  cho.nge  in  Central  Europe  has  brought 
a  large  share  of  tho  Czechoslovak  cotton  industry  within  the  frontiers  of 
Greater  Germany.    A  largo  central  European  area  and  Italy  arc  now  within  the 
orbit  of  largo-scale  substitution  of  synthetic  and  reclaimed  raw  materials 
for  raw  cotton  in  the  spinning  industry,  and  of  the  use  of  considerable 
quantities  of  "b-.rtor  cotton".     This  area  (Germany,  Austria,  Sudetcnland, 
Italy)  comprises  roughly  19,000,000  cotton  spinning  spindle."  out  of  a  total 
for  Continental  Europe  (excluding  Russia)  of  40, 000,000  spindles. 

Unit ed  Kingdom 

The  British  cotton  textile  industry  in  September  continued  in  a  state 
of  depression  with  output  only  -about  half  of  normal  and  with  order  books 
continuing  to  lose  ground.    So  exceptional  were  conditions,  however,  that 
the  records  for  the  month  afford  but  little  indication  of  current  trends. 
With  the  threat  cf  war  increasing  in  intensity  throughout  the  month,  but 
little,  if  any,  real  progress  was  mado  toward  recovery.     The  signing  cf 
the  Munich  agreement  by  representatives  of  the  four  powers  on  the  last  day 
of  the  month,  however,  is  believed  to  have  substantially  ameliorated 
conditions.    And  with  trade  factors  again  free  to  operate,  some  improve- 
ment, at  least  seasonal  in  nature,  is  expected;  although  little  change 
in  the  basic  economic  position  of  Great  Britain  is  apparent. 

1/  Based  largely  upon  a  report  prepared  by  the  Bureau's  London,  England, 
office,  dated  October  Z|.« 
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The  hazards  to  "business  in  September  were  quickly  reflected  in  War  Risk 
Insurance.     To  meet  the  situation,  a  rating  committee  was  set  up  try  arrangement 
"between  Lloyds  and  the  underwriters  to  establish  minimum  rates  and  to  revise 
them  from  day  to  day  as  conditions  indicated.    Protection  was  offered  only  on 
shipments  by  named  ships  sailing  within  7  days  from  the  date  of  the  insurance 
contract.     In  one  day,  rates  on  cargo  inbound  from  the  United  States  to  the 
United  Kingdom  were  increased  from  ono-fortieth  percent  to  1  percent  from  which 
they  were  again  raised  to  2  percent,  while  at  the  height  of  the  crisis  the  rate 
on  shipments  via  the  Mediterranean  reached  5  percent.    The  inability  of  the 
insurers  to  provide  War  Risk  cover  at  stable  rates  added  a  new  factor  of  un- 
certainty to  price  n^culations.    With  the  signing  of  the  Munich  agreement, 
the  rates  were  immediately  and  drastically  reduced,  although  not  to  the  levels 
prevailing  at  the  beginning  of  September. 

Though  the  piece-goods  market  was  >xtrt>mely  quiet  in  early  September, 
fairly  active  enquiry  prevailed  in  the  last  10  days.     Orders  booked  were  general 
small,  but  the  total  volume  of  trade  is  believed  to  have  "been  soirewhat  "better 
than  might  have  been  expect ed.     This  seems  to  have  been  particularly  true  with 
respect  to  India,  Java,  Ceylon,  and  Egypt,  as  well  as  with  Argentina  and 
Venezuela.    Exports  of  piece  goods  in  September  continued  exceptionally  low. 
The  home  market  for  piece  goods,  except  for  government  types,  was  reported  as 
caut  i  cusly  qui e  t . 

The  yarn  market  was  likewise  influenced  by  the  war  situation,  and  "by 
the  relinquishment  on  September  21  of  price  control  on  Medium  Count  American 
ring  yarns.    While  the  price  declines  w  ere  said  to  have  released  some  orders 
for  yarns  of  this  description,  fear  that  weakness  in  the  price  control  scheme 
might  spread  is  said  to  have  continued  to  restrict  buying  of  yarns  of  soiae  otha: 
types  .and  counts. 

Germany 

The  situation  in  Germany  remained  largely  unchanged  during  September. 
Mill  activity  continued  high.    Mill  consumption  returns  published  by  the 
Manchester  Federation  indicate  that  at  least  a  substantial  part  of  the  increase: 
in  German  raw  cotton  imports  during  1937~32  Were  net  utilized  by  the  mills, 
but  went  into  stocks. 

The  inclusion  of  the  Sudeten  country  industries  in  the  Greater  German 
territory  may  be  estimated  to  have  added  around  2g"  million  cotton  spinning 
snindles  to  German  production  capacity.    This  will  raise  the  number  of  cotton 
spindles  in  Greater  Germany  to  about  13"^  million.     A  considerable  reorientation 
of  the  Sudeten  cotton  industry  will  be  required  as  a  rc  suit  of  the  secession  o: 
these  districts  from  Czechoslovakia.    Seme  exports  to  the  previous  domestic 
market  of  Czechoslovakia  are  likely  to  be  maintained,  ar.d  exocrts  southeast*: 
Europe  should  continue  prominent.    There  will  be  unfavorable  developments  in 
some  branches,  however,  including  the  knitting  mills.     Exports  of  gloves  and 
table  damask  to  the  United  States,  for  example,  will  lose  the  benefits  of  the 
American-Czech  trade  treaty,  and  on  the  dor.estic  German  market  these  products 
will  encounter  the  competition  of  the  highly  developed  Saxon  industry.     It  i9 
further  probable  that  the  product  of  the  Sudeten  cotton  industry  will  be  in  r.6fc 
of  export  markets.     The  permitted  requirements  of  the  German  and  Sudeten  marled 
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could  not  emp]  oy  the  capacity  of  the  ceded  Sudanten  industry,  which  is  far  larger 
than  the  consumptive  needs  for  cotton  products  of  the  ceded  peculation. 

As  in  the  case  of  Austria,  an  industry  formerly  free  to  use  and  "buy  raw 
cotton  without  restriction  or  deliberate  regimentation  is  now  drawn  into  the 
orbit  of  substitute  production  and  import  direction.     Consequently  the. re  perhaps 
Trill  be  another  increase  in  Central  Europe  in  tat-  utilization  of  staple  fiber 
and  other  substitutes  at  the;  expense  of  raw  cotton. 

Czechoslovakia 

It  is  not  yet  evident  how  much  of  the  former  Csechoslovak  cotton  textile 
industry  -  largely  situated  in  the  German- speaking  areas  of  the  republic  -  will 
be  left  within  the  new  boundaries  of  the  country.     But  a  vt.ry  severe  curtailment, 
possibly  by  tve- thirds,  is  to  bo  expected.     It  is  -probable  that  Czechoslovakia 
will  retain  relatively  more  looms  than  spindles. 

Thu  political  tension  during  the  past  sever.il  weeks  was  not  conducive 
to  much  now  business.    Mill  activity  also  was  further  curtailed,  and  some  mills 
had  to  shut  down.     The  latest  available  index  of  spinning  mill  activity  for  June, 
indicated  only  66  percent  of  capacity  occupation,  or  35  percent  below  June  1937. 
Furthermore,  it  st-ems  likely  that  the  rate  was  further  reduced  in  September. 

It  is  to  be  expected  that  most  of  the  remaining  cotton  textile  output  in 
the  new  Chechoslovakia  will  bo  sold  on -the  home  market.     It  is  hardly  likely 
that  there  will  be  much  exportation  of  cotton  yarn,  though  some  exports  of 
fabrics  from  traditional  supplies  to  traditional  customers  are  likely  to  continue. 

France 


Despite  the  unfavorable  repercussions  which  the  international  tension 
had  noon  business  initiative  during  September,   the  French  weaving  mills  and 
textile  wholesale  trade  including  importers  reported  a  fair  amount  of  business. 
The  situation  was  apparently  less  satisfactory  in  the  case  of  spinning  mills, 
but  reports  from  the  Normandy  region  were  not  wholly  discouraging.    Very  un- 
satisfactory conditions,  however,  existed  in  the  soinning  section  of  the 
Alsacian  district  which  of  course  was  most  affected  by  the  international  un- 
certainties.   Weaving  mills,  even  in  Alsace,  on  the  other  hand,  reported  a  good 
current  of  business. 

3tlTiura 

Conditions  in  the  Belgian  cotton  textile  industry  are  said  to  have 
ranained  definitely  unsatisfactory  in  September.     Occupation  of  the  mills  was 
auch  restricted.     Competition  in  foreign  markets  was  described  as  keen,  and 
domestic  demand  did  not  offer  adequate  compensation  for  the  reduction  in  sales 
abroad. 


CS-2U  _  g  _ 

I taly  2/ 

A  pessimistic  note  characterized  all  reports  regarding  conditions  in 
the  Italian  cotton  industry  and  trade  during  August  and  September  and  regarding 
the  outlook  for  the  immediate  future.    August  is  usually  dull  because  it 
includes  the  customary  vacation  period,  but  this  year  it  is  said  to  have  marked 
also  the  lowest  point  yet  reached  in  the  nonseasonal  decline  in  sales  and 
activity. 

Dealers  report  relatively  little  revival  of  buying  interest  for  cotton 
and  they  foresee  a  lean  season  for  some  months  to  come.     This  is  believed  to 
be  due  chiefly  to  the  depressed  domestic  market  for  cotton  goods,  which  is  still 
fairly  well  stocked,  and  to  the  failure  of  export  business  to  revive.    A  further 
reduction  in  mill  consumption  of  raw  cotton  for  the  manufacture  of  fabrics  for 
the  domestic  market  is  also  indicated  by  reports  that  mills  will  be  forced  to 
utilize  larger  quantities  than  before  of  staple  fiber  and  cottonized  hemp.  In 
some  quarters  it  is  also  believed  that  trie  recent  order  expelling  foreign  Jews 
from  Italy  may  impair  Italian  export  business  in  cotton  products. 

ORIENT:     Mill  activity  about  same  in  September  as  in  August 

Cotton  mill  activity  in  the  Orient  is  believed  to  have  shown  comparatively 
little  change  in  September  as  compared  with  August.     In  China,  including 
Manchuria,  mill  consumption  was  estimated  at  approximately  130,000  bales  com- 
pared with  135,000  bales  in  August.     Estimates  are  not  now  available  for  mill 
consumption  in  Japan  and  India,  but  it  is  also  believed  that  in  each  of  these 
countries  there  was  little  change  as  compared  with  the  preceding  month. 

When  compared  with  September  1937  cotton  consumption  in  the  Orient  has 
shown  some  very  marked  changes.     In  China,  mill  consumption  in  September  wa.s 
perhaps  two  or  three  times  as  large  as  the  unusually  low  consumption  of  a  year 
earlier  but  much  smaller  than  in  September  193&-     In  Japan,  mill  consumption 
was  probably  35  °r  ^0  percent  smaller  than  in  September  last  year  and  the 
smallest  for  the  month  for  a  number  of  years.    On  the  other  hand,  cotton  con- 
sumption in  India  during  the  first  2  months  of  the  current  season  appears  to 
have  been  comparatively  little  different  from  the  rather  high  level  of  ccnsunpti 
during  the  corresponding  months  last  season. 

SUPPLY 

AMERICAN  COTTON:     Indicated  supply  larger  than  in  September 
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The  revised  estimate  of  the  193"~39  world  supply  of  American  cotton  is 
600,000  bales  or  2  percent  Larger  than  the  Septenb°r  estimate.     This  increase 
was  due  to  an  upward  revision  of  a  little  less  than  UOO.000  bales  in  the 
domestic  crop  and  of  a  little  more  than  200,000  bales  in  the  estimated  world 
carry-over.     The  revised  estimate  of  supply  is  25,700,000  running  bales.  This 
is  approximately  1  million  bales  or  h  percent  la.rger  than  the  1937~38  supply  and 
k.l  million  bales  larger  than  the  1927-36  average.    But  it  is  about  one-half 
million  bales  less  than  the  peak  supply  of  1932-33 • 


2/    Information  received  from  the  American  Consulate  General  at  Milan. 
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While  the  indicated  total  supply  of  American  cotton  has  increased  some- 
what during  the  past  month,  it  is  significant  to  note  that  since  mid- September 
the  reported  quantity  of  cotton  held  as  collateral  against  Government  loans 
has  increased  by  an  amount  considerably  greater  than  the  indicated  increase  in 
total  supply.    Cn  October  20,  the  Commodity  Credit  Corporation  had  received 
reports  on  a  total  of  nearly  l.UOO.OOO  bales  from  the  1938  crop  pledged  on 
Government  loans  compared  m  th  only  2,000  bel^s  up  to  September  22.  These 
stocks  togetner  with  a  total  of  a  little  less  than  7  million  bales  of  Government- 
loan  stocks  which  were  produced  prior  to  193&  gave  a  total  of  about  8, 350,000 
bales  of  the  reported  Government-loan  stocks  on  October  IS.     In  addition,  it 
is  believed  that  th°re  were  considerable  quantities  of  the  193&  crop  which 
had  been  pledged  on  Government  loans,  reports  for  which  had  not  at  that  time 
been  received  by  the  Commodity  Credit  Corporation.      At  the  end  of  October  last 
year  and  the  year  before,  Government-loan  stocks  were  reported  at  2,818,000 
and  3 1 021 ,000  bales,  respectively. 

FOREIGN  COTTON:    Reports  continue  to  indicate  substantial  reduction 
in  1938-39  crop 

A  recent  official  estimate  from  Egypt,  estimating  the  193-~39  crop  at 
1,627,000  bales  of  U78  pounds  net,  indicated  a  reduction  of  29  percent  from  the 
record  crop  of  2,282,000  bales  the  previous  season.     This  was  a  somewhat  greater 
reduction  than  had  previously  been  anticipated.     In  northern  Brazil  the  esti- 
mated production  for  the  current  season  is  669,000  bales  and  6  percent  smaller 
tr.an  that  of  1937-38*  and  in  Mexico  a  reduction  of  80,000  bales  also  repre- 
sented a  marked  (2U  p-rcent)  decline.     These  reductions  together  with  a 
reduction  of  l,UO0,000  bales  or  39  percent  in  the  estimated  Chinese  crop  indicate 
a  substantial  reduction  in  total  foreign  production,  despite  any  increases 
which  seem  likely  to  occur  in  other  countries.     It  still  seems  quite  likely, 
however,  that  the  decline  in  foreign  production  may  be  less  than  the  increase 
which  occurred  in  the  carry-over  at  the  beginning  of  the  season,  thereby  giving 
a  somewhat  larger  supply  for  the  current  season  than  the  record  supply  of 
1937-38. 


